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Dr. K e n n e t h  C. C l a y t o n  
Act ing  A d m i n i s t r a t o r  
USDA A g r i c u l t u r e  M a r k e t i n g  Service  
14 I n d e p e n d e n c e  Ave., SW 
R o o m  3 0 6 9 - S  
W a s h i n g t o n ,  DC 2 0 2 5 0 - 0 2 0 1  

ConAgra Dairy Foods 
2 o o I Butterfield Road 
Downers Grove, IL 6o515-o149 

T E L :  (63O) 3 5 3 - 5 3 I  3 

A X : ( 6 3 0 )  3 5 3 - 5 3 1 4  

Richard G. Scalise 
President 
Chief Operating Officer 

Re: P r o p o s a l s  r e g a r d i n g  P o o l i n g  o f  Mi lk  o n  F e d e r a l  Mi lk  M a r k e t i n g  Orders .  

Dear  Dr. Clay ton :  

On  J u n e  2 6 - 2 7 , 2 0 0 1 ,  t h e  Agr i cu l t u r e  M a r k e t i n g  Service  h e l d  a h e a r i n g  for the  U p p e r  
Midwes t  Milk M a r k e t i n g  O r d e r  on  p r o p o s a l s  for poo l ing  of p r o d u c e r  mi lk .  In add i t ion ,  
t he  Mideas t  Milk M a r k e t i n g  O r d e r  a n d  t he  Cen t r a l  Orde r  h a v e  r e q u e s t e d  h e a r i n g s  on  
t he  s a m e  sub j ec t .  It w o u l d  be  no  s u r p r i s e  to see  t h e  o t h e r  n o r t h e r n  Milk M a r k e t i n g  
O r d e r s  r e q u e s t  a h e a r i n g  on  t h e  s a m e  sub jec t .  

ConAgra  Dai ry  F o o d s  s t r o n g l y  s u p p o r t s  rev i s ing  the  "pool ing  p rov i s ions"  of  t he  Federa l  
Orde r  S y s t e m .  The  poo l ing  p r o v i s i o n s  n e e d  to be  r e w r i t t e n  w h e n  Fede ra l  Orde r  pool  
m o n i e s  in  one  a r e a  are  u s e d  to subs id i ze  t he  l a ck  of f i nanc i a l  abi l i t ies  in a n o t h e r .  

The  c u r r e n t  poo l i ng  p r o v i s i o n s  u n d e r  t h e s e  Fede ra l  O r d e r s  a re  too loose.  The  c u r r e n t  
o p e n  poo l ing  r e q u i r e m e n t s  h a v e  e n a b l e d  s o m e  o u t - o f - s t a t e  da i ry  f a r m e r  a s s o c i a t i o n s  
to t a k e  a d v a n t a g e  of  t h e  h i g h e r  b l e n d  pr ices ,  w i th  very  m i n i m a l  a c t u a l  s h i p m e n t s ,  
whi le  d i l u t i n g  da i ry  f a r m e r s '  r e t u r n s  f rom a n  a l r e a d y  d i s a d v a n t a g e d  m a r k e t i n g  area .  In 
add i t i on ,  s o m e  of  t h e s e  coope ra t ive  a s s o c i a t i o n s  h a v e  p o o l e d  m i l k  u n d e r  a S ta te  Milk 
Orde r  a n d  a F e d e r a l  Milk M a r k e t i n g  Orde r  d u r i n g  t he  s a m e  m o n t h .  Th i s  to o u r  
k n o w l e d g e  c o n t i n u e s  today .  

In rev iewing  t h e  h e a r i n g  r e c o r d  f rom the  U p p e r  Midwes t  M a r k e t i n g  h e a r i n g  of J u n e  26 
a n d  27, 2001 ,  we n o t e  m o s t  of  t he  t e s t i m o n y  o p p o s e d  d i l u t i n g  F e d e r a l  Orde r  pool  
m o n i e s  wi th  t h e s e  poo l ing  g a m e s  as  well a s  t he  poo l ing  of  m i l k  o n  a S ta te  Orde r  a n d  a 
Fede ra l  O r d e r  d u r i n g  t h e  s a m e  per iod .  It w a s  n o t  s u r p r i s i n g  t h e  n u m b e r s  of 
p r o c e s s o r s  a n d  o t h e r  coope ra t ive  a s s o c i a t i o n s  t h a t  w a n t e d  t h e s e  i s s u e s  co r r ec t ed  
i m m e d i a t e l y .  It w a s  very  s u r p r i s i n g  t h o u g h ,  t h a t  a l a rger  coope ra t i ve  a s s o c i a t i o n  
a d m i t t e d  to d i l u t i n g  a Fede ra l  Milk Orde r  pool  m o n i e s  a n d  u s i n g  t h o s e  f u n d s  to 
s ubs id i z e  l o s s e s  t h e y  were  o c c u r r i n g  sel l ing m i l k  to bo t t l e r s .  Th i s  c lear ly  does  no t  
s u p p o r t  o rde r ly  m a r k e t i n g  as  i n t e n d e d  by the  Fede ra l  Milk M a r k e t i n g  Orde r  sys t em.  

ConAgra  Dai ry  F o o d s  w a n t s  t h e s e  l oopho le s  a n d  i n e q u a l i t i e s  c o r r e c t e d  i m m e d i a t e l y .  
Order ly  a n d  fair m a r k e t i n g  s h o u l d  a l so  be r e e s t a b l i s h e d  in t h e s e  o r d e r s  immed ia t e ly .  



As a proprietary m a n u f a c t u r e r  of dairy products ,  we suggest  following the guidelines 
listed below to es tabl ishing revised pooling requ i rements  in Federal  Milk Marketing 
Orders: 

1. Orderly marke t ing  of p roducers '  milk. 
2. Milk pooled u n d e r  any  state regulat ion which inc ludes  marke t  wide pooling 

should  not  be eligible to be pooled u n d e r  any Federal  Order. 
3. Pooling of p roducers '  milk or their  associat ions milk th rough  qualifying 

sh ipmen t s  should  be based  solely on where the majority of the milk is 
processed.  

4. Exclude qualifying sh ipment s  in any m a n n e r  to dis t r ibut ing plants  regulated 
by ano the r  Federal  Order for the purposes  of pooling in ano the r  Federal  
Order. 

5. Qualifying sh ipment s  should  not  create disorderly marke t ing  a n d / o r  force 
ex t raneous  financial  b u r d e n  on supply plants  to meet  pooling requi rements .  

Milk Orders were es tabl ished to ass is t  farmers  develop steady, dependable  marke t s  
and  to help correct  condi t ions tha t  resu l t  in price instabili ty and  disorderly market ing.  
We believe this goal m u s t  apply to all farmers ,  not  a select group. The sys tem was not  
es tabl ished for farmers,  or their  associat ions,  in one marke t ing  area,  to take advantage 
of farmers,  or their  associat ions,  in ano the r  marke t ing  area. 

The cur ren t  pooling sys tem needs  to be corrected th roughou t  the complete Federal  
Order system. The big milk players with marke t  wide flexibility should  not  have the 
ability to play pooling games against  the little guys in the market .  All of which is being 
done at the cost of some di luted Federal  Order pool monies  and  double pooling of 
State Order Milk on a Federal  Milk Order. In addition, the Federal  Order sys tem 
should  not  force sh ipment s  creat ing competit ive d isadvantages  among hand le r s  
compet ing for the same milk supplies.  

The whole dairy indus t ry  con t inues  to change  whe the r  it's on the east  coast,  the west  
coast  or in between.  The needs  of hand le r s  and  producers  for fair pooling will rely 
heavily on our  Federal  Order system. 

Thank  you for your  considerat ion.  

Sincerely, 

President  and  COO 

/ aap  

cc: USDA, Office of Hearing Clerk, Room 1081, 14 th & Independence  Ave., SW, 
Washington,  DC 20250 


